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The definitive guide for not totally 

F’ing up. 
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Who Is This For 
 

 

 

 

 

 

 

 

 

This is for anybody who wants to start a business. 

 

It WILL NOT teach you how to manipulate financial data to make a bad idea look 

good, or how to make a huge business “huger”. It WILL teach you the 

fundamentals to go from an idea to a sustainable business. 
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Why Was It Written 
 

It is written because I learned the hard way how NOT to start a business. Although 

I had graduated magna cum laude in business, worked at a top 4 financial services 

firm, and thought nothing could get in my way of revolutionizing investing, I failed 

every step of the way.  

 

Why? Because I followed traditional wisdom. I thought I was supposed to write a 

40 page business plan then begged for funding. 

 

6 months later we lost seed investment, my executive board fled, and I had to 

hear everyone say “I told you so” when I failed.  

 

But this story isn’t a tragedy. It is instead my greatest success, because a week 

after the dust settled I picked up a book called “The Lean Startup”. This book, 

written by Eric Ries, teaches us how to build a business in today’s uncertain 

environment. It adapts the strategy Toyota used to win it’s David vs. Goliath 

battle against the Big 3 Automobile Manufacturers, and shows us how tech giants 

today have used this same process to build empires like Facebook, Twitter, 

Hotmail, and how these principles are as relevant with tech giants as they are 

with starting a food truck.   

 

My tragedy is your success, and I promise to protect you from the same mistakes 

that brought me to epic failure.  

 

So without further ado, climb in, strap up, and let’s create something special!  
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Intro: Why even bother? 

“No matter what people tell you, words and ideas can change the world” 

- Robin Williams 

 

This is a simple framework for turning a vision into reality. Whether a fortune 500 

company or your child’s lemonade stand, these principles underlie successful 

implementation. The basis stems from Toyota’s Lean Manufacturing, but is 

scalable to any vision. It will help you in a structured way figure out who your 

customer is, the demand of your customer, and how to create a synergy between 

your vision and what your customer wants. 
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Lean Startup Checklist: 

Detailed plan of action 

from  “Lean Startup” 

Case Studies: 

Past companies 

use of each 

principle 

Content:              

You’re A-Z 

Explanation of 

everything Lean 

click for direct reference 

The Lean Canvas: 

Visual “2 minutes or 

less”  business plan 

from Running Lean 

Start Here 

  

Let’s Get Started. 
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Background: Disclaimer 

 

A brief background: I am a visionary like yourself, but my vision is you. You have 

an idea, I have a framework to prove just how good (or bad) it is.  My framework 

isn’t based on complex models and a NASA grade thought process. It also isn’t just 

for guys with MBA’s and Ivy League degrees. It is for anyone that wants to make a 

difference, whether you have one customer, one specific segment in the market, 

or a market you haven’t even realized yet. My point is, unless you are selling to 

robots, this framework applies to any and every one that’s attempting to create 

value. 

 

A quick disclaimer: I graduated magna cum laude in accounting and finance while 

on a division one scholarship, worked at a Big 4 accounting firm, and have 

devoted my life to the conquest of helping people financially. However, I am 

young, probably naïve, and have failed in startup attempts. Which is why I’m 

giving you a proven framework from The Lean Startup instead of all the answers. 

This framework at its root is a revolution in thought more than it is a revolution in 

technicality. So buckle up, grab your vision, and let’s make it a reality.  
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Mission: A Call to Millennials 

“I learned that courage was not the absence of fear, but the triumph over it. The brave 

man is not he who does not feel afraid, but he who conquers that fear” 

- Nelson Mandela 

 

A call to Millennials, all 79.1 million of you, 

We are the generation of change. Without diving into a political rant, we are the generation 

revolutionizing a world for the greater good. From demolishing oppressive regimes, to 

shattering archaic cultural norms, to revitalizing sustainability in all aspects of life, we are the 

generation of change. 

Here’s my challenge to all of us: Tune the engine, let’s make our world open to all visions. We 

are in an environment where anyone’s ideas can be heard. No more MBA or Ph.D needed. 

However, with the added visibility, comes a surplus of voices and the voices with the clearest 

strategy are the ones heard. Let your voice be heard, let your so called “crazy” dreams flourish 

our world with prosperity.  

With that said, talk doesn’t walk. We need to act; we need to take our visions, our dreams, and 

turn them into realities. 

This manual, interpreted from Lean Startup principles and adapted to us Twitter minded gen 

Y’s, provides the framework to this change. Through the revolution of implementation, dreams 

are no longer limited to the last name Trump. It is available through opportunity for every one 

of us.  

It is time to change the world Gen Y, here is how.  
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Credit:  
“No person will make a great business who wants to do it all himself or get all the credit” 

- Andrew Carnegie 

 

If anyone tells you they have the answer and give no credit to anyone or anything, 

run Forrest run. 

This manual is not original thoughts. The brains are the works of Eric Ries in the 

Lean Startup.  

Supplemental works include Dorie Clark in “Standout”, Dan Olsen in “The Lean 

Product Playbook”,  Clayton M. Christensen in “The Innovator’s Dilemma”, John 

Mullins and Randy Komisar in “Getting to Plan B”, Mohnish Pabrai in “The Dhando 

Investor” and Ash Maurya in “Running Lean”. Other life changing figures 

personally are Warren Buffet, Charlie Munger, Preston Pysh and Stig Brodersen at 

The Investors Podcast, and at “Smart Passive Income”. These names embody 

humility, and the ability of applied learning.     

The above authors have done it. They have succeeded in massive proportions in 

business. My job is not to reinvent the wheel, or even contest their work, but 

simply interpret with personal experience. All terms are from the above works 

unless it explicitly states it’s my experience.  

Mark Cuban once said the genius in books is that in 300 pages you get the 

experiences of a person’s lifetime. I thank all authors above for giving us this 

opportunity.  
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http://theleanstartup.com/
http://dorieclark.com/stand-out/
http://www.claytonchristensen.com/books/the-innovators-dilemma/
https://www.youtube.com/watch?v=De6h0_qGulg
https://www.youtube.com/watch?v=De6h0_qGulg
https://www.youtube.com/watch?v=E_nWM4vjgqE
https://www.youtube.com/watch?v=E_nWM4vjgqE
http://leanstack.com/running-lean-book/
http://www.theinvestorspodcast.com/
http://www.theinvestorspodcast.com/
http://www.richdad.com/
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Lean Canvas: Business Plan 
“Love the problem, not your solution” 

- Ash Maurya 

 

From “Running Lean”, below is how to structure your thought process, with the 

asterisk displaying what to test first. The reasoning behind this is twofold:  

1- Your customers don’t care the effort and technicality of the solution, 

they only care if it fixes their problem. It takes on average 30 seconds for a 

cluttered app to be uninstalled, no matter how “sophisticated” those back end 

processes may be. Thus, you must understand who they are and what their 

problem is. 

 2- The problem and customer segment is your foundation. If your 

foundation is weak, everything else will crumble.  

 

 

 

 

 

 

 

Lean Canvas Link 

* 
* 

Product Market 

Refer Growth 

Refer Metrics 

Refer UVP 

Refer Moat 

Refer Customer 

Archetype 

Refer 
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Lean Canvas: How to use 
The above business plan is like Legos. No matter how technical the build, you use the 

same building blocks. 

 

 

 

 

 

 

He advises implementation in the following 3 steps: 

 

1: Document Plan A 

 

2: Identify riskiest assumptions 

 

3: Systematically Test through Build Measure Learn Feedback Loop 

 

Example: 

 

 

 

OR 

Low Tech: 

Opening a 

restaurant 

High Tech: Elon 

Musk and 

Tesla 
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Checklist: Yes, your Sparknotes   

“Give me six hours to chop down a tree and I will spend the first four 

sharpening the axe” 

- Abraham Lincoln 

 

Learn 

L: 1. Conceptualize Idea 

Value Proposition  

Moat 

Dhando Compliant 

 

 

 

L: 2. Leap of Faith Assumptions 

Identify  

Test 

 

 

 

 

L: 3. Start Generating Customer Archetype 

What is important to them 

How they buy 

What they are missing  

Sustainable Information 

L:1 

A:1 

Kodaks Bucket 

1. Do consumers 

recognize that they 

have a problem? 

2. Would they buy the 

solution? 

3. Would they buy it from 

us? 

4. Can we build that 

solution? 

 

L:2 

Health Conscious 

Environmentally Driven 
Price 

Colors 
Red = Avoid Green = Attract 

Darkness = how important 

Having a mission 

Corporate Feel 
discounts 

Closeness to product 

A:4 
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L: 4. Growth Plan 

 Identify Engine 

   

Sticky  

   

Viral 

   

Paid 

 

 

 

 

 

L: 5. Establish Innovation Account Metrics  

 Cohorts 

              Clear Cause/ Effect 

Actionable  

 Accessible 

 Auditable 

 

 

Act 

A: 1. Build MVP 

 Early Adopters 

Lifetime Customers 

Metrics: 

Churn Rate, Retention Rate, Speed of Growth 

Facebook 

Metrics: 

Viral Loop, Viral Coefficient 

Traditional, Manufacturing 

Metrics: 

LTV – CPA Loop 
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Built for validated learning 

Test 

A: 3. Measure using metrics from L: 5 

 

A: 4. Pivot or Persevere 

 Pivot: Repeat 

 Persevere: Repeat Repeat Repeat  
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Section 1: Foundation 

“A successful man is one who can lay a firm foundation with the bricks others have 

thrown at them” – David Brinkley 

 

Technically: You are using the scientific method to create validated learning and 

solve your value and growth hypothesis.  

This will become as simple a sentence as “more food please” when you are done, 

but we have to establish some ground rules first. The main ground rule, which 

rules above all else and permeates throughout your vision, is to reach your 

audience not your ego. Every process, test, should increase the synergy between 

your vision and customer feedback.  

Beyond this, the following framework will become as vital as oxygen to you as 

well as your vision. You don’t need to memorize it for a test, but your vision will 

thank you. 

 

                                        

                              I.    What are you? 

          II.   Secret Sauce to Success: Build Measure Learn 

          III. Use the Secret Sauce: Scientific Method 

          IV. Secret Sauce Results: Validated Learning and Intangible Data 

          V.   Growth: Product Road Map, 4 Ways 

          VI. Steering Growth: Single Batch, Anton, Five Why’s 
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I. What are you? 

 

Startup 

Any service or process creating value in extreme uncertainty. 

Yes, this is you. Whether an already established Fortune 500 company or just an 

idea, a startup operates in extreme uncertainty. My greatest mistake, I failed to 

really see my value as operating in uncertainty because I was so certain it was 

gold. Once a day step out of your genius and look from the outside.  

Now what is the secret weapon to break through this uncertainty? 
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II. Secret Sauce to Success 

 

Build   Measure  Learn Feedback Loop (BML) 

 

How to assess sustainability of your vision. 

Turn your idea into a testable product called the Minimum Viable Product (MVP), 

measure how customers respond, then make a decision whether to pivot or 

persevere. Your goal is to minimize the time through this feedback loop.  

Why this over market research? 

1. Accurate data on real customer behavior vs. hypothetical question 

2. Position to interact with real customers and learn about their needs 

a. Ex. Real effect of discounts 

3. Allows yourself to be surprised when customers react in unexpected ways 

a. Ex. Returns 

Your advantage in the David and Goliath battle against Apple, IBM, or whomever 

your industry giant is, is the fact your size minimizes this acceleration feedback 

loop.  

Case Study: Zappos 
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III. Use the Secret Sauce: Scientific Method and Genchi Gumbutsu 

 

Scientific Method 

Process to test and measure your value. We all learned in high school science how 

to do this. Don’t worry, it won’t be ten pages of directions telling Mrs. 

Applebottom how you did it, it will be one sentence (Your assumption) with 

actual results.  

1. Hypothesis 

2. Test 

Hypothesis 

Each hypothesis is either a growth or value hypothesis.  

Value: Does product deliver value  

- Ex. Coffee Shop  Do consumers enjoy my coffee 

Growth: How will new customers discover product 

- Will my customers tell a friend? 

- Will I have visibility for customers to notice me? 

Case Study: Intuit  

 

Genchi Gembutsu 

The heart behind Toyota’s Lean Manufacturing, meaning “go and see” in 

Japanese. 

Sadly you can’t build a business by asking Yelp. However, you can create your own 

Yelp by getting out and meeting customers.  

Case Study: Toyota with Sienna Mini Van 
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Why bother with this testing? 

IV. Secret Sauce Results: Validated Learning and Intangible Data 

 

Validated Learning  

Traditionally, a vision starts with the question of “can it be built”? Rewind 50 

years and it is a good place to start. However, with the current uncertainty about 

who your customer is and what they want this method leads to inevitable failure. 

What should be asked is “should it be built”? I’ll admit, my first startup was 

geared towards “can” versus “should”. This left us blind, and after 4 all-nighters in 

a row we had an extremely sophisticated, but unwanted product.  

How do we answer this question? 

By accumulating data supporting or discrediting your value, i.e., your ability to run 

a sustainable business.  

This is single handedly the most important asset in a startup. It’s your vision’s 

electrolytes. Every decision needs to be aligned with how to optimize this.  

Innovation Accounting Metrics measure this (Measure Part), but before we get 

into the nitty gritty you need to understand the two types of information. 

 

Tangible vs. Intangible Data 

 

Tangible: The old, easy metrics. Hours worked, emails sent, bagels made, the 

metrics you can easily measure. This is the easy way out, and the demise of many 

former prominent companies.  

Ding, ding  Blockbuster?  

Intangible: The hard to measure metrics, i.e. learning. Learning is hard to 

quantify, and usually the best excuse to tell your boss when you’ve sat on 
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Facebook for the past hour.  However, intangible data accomplishes exponential 

growth as well as sustainability by answering who your customers are and what 

they want.  

The tough part is learning doesn’t have a 1 to 1 relationship like tangible data. It 

requires a discipline based approach. 

In an attempt to quantify this, we can use the definition of Validated Learning: 

Validated Learning: Process of demonstrating empirically that a team 

has discovered valuable truths about a startups present and future 

business prospects. 

   

The following is a simple example for the advantages of intangible learning: 

 

College Degree vs. Working  

Ronnie works for 4 years with a constant income stream of $15,000 a year while Daniella 

goes to college with no income stream. At the end of 4 years, assuming Ronnie doesn’t 

start the next Facebook, he would have $60,000 while Lisa has 0 (I know, student loans, 

but we can talk about that on a CNN article response thread). If you isolate this time 

frame Ronnie made a better decision. However, if you like at the next 20 years, Daniella 

will end up making significantly more than Ronnie because her salary goes up 

exponentially.  

 

 

 

 

 

 

 

 

Daniella 

18-22 Scary Real Life 

Money 

Time 

Ronnie 
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V. Growth: Product Road Map 

 

“Life is growth. If we stop growing, technically and spiritually, we are as good as dead” 

 – Morihei Ueshiba 

 

Product Road Map  

 

Growth will be a top down approach. A good analogy is a road trip from 

the East Coast to the West.  

Initially your strategy and product is to drive one highway going 65 

mph. However, along the way there are detours and let’s face it, who 

drives 65?  You adjust each strategy and product while your vision of 

Cali bound never strays. This is no different than your current vision. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Vision 

Strategy 

Product 
 Changes most and incrementally. 

 
Based off validated learning, changes enhance the 

synergy of your vision and customer feedback.  

 This is your long term value.  

Cali Bound  

One highway  

65 mph  
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VI. Steering Growth: Single Batch, Anton, 5 Why’s 

 

Growth can be a double edged sword. If growth can be scaled while maintaining 

alignment with validated learning huge successes will follow. If not, chaos similar 

to your kid’s birthday parties will ensue. 

To keep scaling under control, the following processes will be vital.  

 

Single Batch Process 

  

One at a time, although contrary to our intuition, is the most efficient process 

from car building to a school project. Emphasis is on efficient, because the cost of 

not catching an early mistake outweighs the speed of large batch production. 

Most of us in our rat race driven ecosystem jump to say large batch, (myself 

included before failed startup attempts). When you look at stereotypical mass 

production, this thought process is front and center. However, due to uncertainty, 

unless you know exactly what will happen, and exactly how your customer will 

react, this process is outdated. 

The old model of business was focused on output. If you build it, they will come 

right? Sadly, as you know when you look at your email, your Facebook, basically 

anything, you have millions of options pushed on you by the second.  

Let’s look at the simple envelope example: Is it better to do one envelope at a 

time, or all the letters then all the envelopes? 

My example: I was doing the graphic design for the front end of our URL. Instead 

of doing one page, then testing and getting feedback to do the other pages, I 

spent a week straight of copy and pasting icons and perfecting the layout. After a 

week of working until 3 in the morning, feedback came back that undermined a 
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simple process that I used for the whole layout. If I had tested after an hour of 

work, I would have had the same conclusion. 

Sparknotes of why? 

 Scalability: This method forces you to scale efficiently without moving too 

fast 

 

Anton 

 

Principal versus an actual policy. At any point on the assembly line, a Toyota 

worker can halt the process to take care of the problem.  

Think of anything in life, in order to be proactive vs. reactive, you must detect 

problems at their smallest. 

Implementation depends on your environment. For a coffee shop, policies must 

be in place for all workers to detect and report problems.  

 

 

Five Why’s  

 

Adopted from Toyota, gets to the root of problems. You must ask why 5 times 

before coming to a conclusion. At first you sound like a toddler, but this principle 

is the best way to dissect your problem.  

Example from Lean Startup: 

1. A new release broke a key feature for customers. Why?  

- Because a particular server failed. 
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2. Why did the server fail?  

- Because an obscure subsystem was used in the wrong way. 

3. Why was it used in the wrong way?  

- The engineer who used it didn’t know how to use it properly. 

4. Why didn’t he know?  

- Because he was never trained. 

5. Why wasn’t he trained?  

- Because his manager doesn’t believe in training new engineers, 

because they are “too busy.” 
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Section 2: Planning 

“By failing to prepare, you are preparing to fail” – Benjamin Franklin 

 

In life, your most important asset is time. Failure to plan is failure to optimize this. 

Before you can acquire validated learning, you need to understand how. The 

following steps will put you in a solid foundation to answer this question. Most 

importantly, it will optimize time. 

Before you start reading more than 140 characters, here is your Sparknotes of 

what exactly planning requires: 

 

         I.    Identify Value Proposition and Moat: Dhando 

         II.   Identify Leap of Faith Assumptions 

         III. Test Assumptions: Genchi Gembutsu 

         IV. Develop Customer Archetype 

         V.   Plan Growth: 4 Sustainable Drivers of your Engine 

         VI. Establish Innovation Accounting Metrics 

                                  A.  The Trap: Success Theatre  

                                  B.  The Solution: Cohort Analysis and 3 A’s 
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I. Identify Value Proposition and Moat 

  

Value Proposition 

What is your value? In a customer’s eyes, why would I need this? 

Obviously, you don’t think your product has no value. However, how do you 

know? The best way is to identify differentiated advantages and test those make 

or break assumptions.  

 

Identify Your Moat 

Cheesy quote: “The only thing certain is change”.  Just like how Apple rolls out a 

new iPhone every hour, “features” improve every minute. Are you creating a 

feature or are you creating a behavior?  

Just like how a moat protects a castle, you must identify what protects your 

vision. Do you have a patent? Do you have a competitive advantage? 

My startup: We had identified great features the market was missing. However, 

we lost our potential angel investor because our back end processes were already 

in the market for 4 years. We couldn’t identify an inherent moat.   

Case Study: Patel Dynasty and Motels  

Dhando 

Translated literally, Dhando means “endeavors that create wealth”. There is no 

better place to look then the Patels and their motel dynasty.  In 35 years, they 

went from refugees with a strong accent and broken English, to dominating half 

the motel industry with over 40 billion dollars in assets, nearly a million 

employees, and around 725 million a year in taxes.   

How? They follow the Dhando approach to business, best described as endeavors 

that create wealth while taking virtually no risk.  
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As Warren Buffet always says, risk is uncertainty. The way to mitigate risk is to 

mitigate uncertainty. 

Case in point, the first Patel bought a motel dirt cheap and used it as a place to 

live and work. Thus, they had an inherent price advantage due to the lack of labor 

costs. His risk was mitigated through an inherent price moat.  

I don’t expect you to go live in a motel, but the principle is universal.  

How can you apply Dhando? 

Identify strengths you can leverage along with your constraints. Personally, I 

leverage time and my constraint is money. Money is my risk, I don’t have any, so I 

leverage my time for other people’s money (Investors). One universal constraint is 

knowledge. I leverage my lack of knowledge by having smarter people around me.  

My Startup: My first startup was in investing. My strength was investing with 

millennials, and my constraint was credible stock market knowledge. I went out 

and recruited an actual investor with his own fund and credible experience. This 

mitigated my main weakness, and believe me, made life ten times easier.   

Example: Monish Pabrai, managing partner of Pabrai Investment Funds which has 

delivered annual returns over 28% since inception in 1999, has a book titled “The 

Dhando Investor”. In depth it explains his low risk value method essential to his 

high returns.  

 Case Study: Patel Dynasty and Motels  
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II. Identify Leap of Faith Assumptions 

 

Leap of Faith Assumptions 

These are the lifelines to your vision. Will a customer even want organic Twinkies? 

Probably not, but if you didn’t stop to ask this question you could be left with 

millions of Twinkies and no one to eat them but you and your college buddies.  

You must ask these day one, and validate these before you waste your most vital 

asset, time. 

Think of current powerhouses and the leap they took. 

- Starbucks: Would consumers buy coffee? 

- Apple: Would users download or buy music online? 

- Chipotle: Would consumers adopt assembly line type real food? 

These assumptions should be tested before you build anything. Methods will be 

guided by creativity. 

Aside from answering yes or no, testing may release better methods to reach your 

user.  

My Major Mistake: We had an angel in a month of contract talks with googoo 

gaga eyes and the one last box he needed to check was our main leap of faith 

assumption, that traders would willingly be ranked. In our head we thought hell 

yeah, but behind the scenes he was talking to Wall Street. His advice was an 

overwhelming no, and we had no evidence to prove otherwise. If we had asked 

this day one instead of making a kick ass name and buying a domain we would 

have saved precious time and had evidence to either back or discredit his own 

research.   
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III. Test Assumptions: Genchi Gumbutsu 

 

Test Leap of Faith Assumptions through Genchi Gumbutsu 

As mentioned in the framework, the best way to test is to get out of the office or 

garage and talk to your customers. Don’t be the guy who breaks up with his 

girlfriend via text. Be the guy who bootstraps and figures out what his customer 

really wants. 

In my current startup I’m picking the phone up an hour a day to cold call potential 

consumers while being a sponge of information from local business owners.  

 

Case Study: Toyota Sienna Example 

 

Case Study: Intuit  
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IV. Develop Customer Archetype 

 

Customer Archetype 

Understand potential customers and what problems they have. 

Technically, this is a brief document characterizing our target market. The form 

doesn’t matter, but it must be able to align every decision with this document. 

This will change every step of the way until validated learning proves you can 

serve them in a sustainable way.   

My Startup: We were attempting a stock platform based off community 

feedback. Through Genchi Gumbutsu we realized our customer archetype makes 

decisions based off the true social impact. From this, our processes are aligned 

with a social movement versus traditional methods.  
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V. Plan Growth: Engine and 4 Sustainable Drivers 

 

“If you are going to kick a tiger in the ass, you’d better have a plan to deal with the teeth”  

– Tom Clancy 

 

Before you establish metrics, you must understand your growth position. For 

example, are your customers going to be lifetime members or a onetime fling? 

Are you high margin-low volume or vice versa? 

Results from Genchi Gumbutsu and your customer archetype will reveal your 

sources of sustainable growth. They are the electrolytes to your engines of 

growth.  

Let’s return to the California road trip example from planning, where one trip 

equals East Coast to West Coast. If we assume there are no speed limits, the 

engine of your car determines how fast you get there. The gas to your engine of 

the car would be the 4 sustainable drivers to your engine of growth. The better 

the gas (sustainable drivers), the quicker you get to Cali (validated learning).  

The result of attaining your engine is called Product/ Market fit. It is as simple as 

your product being in the right market, and the general rule is if you’ve found it 

you won’t be asking. By following the 3 learning milestones (Start, Adjust, Decide) 

with the below metrics as your north star, you’ll know when you’ve attained it. 

One of the main mistakes of startups is trying to have all engines. Combinations 

are possible but attempting all runs the risk of overreaching. 

 

 

 

4 Sustainable Drivers jjdjdjdjdjjdjdjjjjdjdjdjdjdj

djdjdjdjdjdjdjdjdjdjdjdjdj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj Click for Home 



                            M a t t h e w  R  M o t t o l a  P r o p r i e t a r y | 32 

 

 
                                                                                        

                                                                                                                                                                            32 
 

Word of Mouth 

Get people to love your product, and you’ll feel the love in return. 

Side effect of using the product 

Wearing a Billabong sweatshirt, although fulfilling the skateboarder/ hipster look 

is also advertising for them.  

Paid Advertising 

Most common. As long as the cost of advertising is below marginal revenue you 

are sustainable. However, it’s when companies rely on this instead of 

understanding their product that they get in hot water. 

Repeat Use 

Think Netflix, magazine subscriptions, or those ridiculous iPhone games that prey 

on kids using their parent’s credit card. Companies like this generally need a low 

base of customers but high retention. 

 

Engines of Growth 

Sticky Engine of Growth 

Your mission is to have lifetime customers. Think about a company like 

Nordstrom, they preach customer service at every level to have customers be 

more like members.  

Your main focus is retention. How can you keep your customers coming back?  

Metric: Churn rate vs. Retention Rate, Speed of Growth 

Put simply, if your amount of customers that leave is outweighed by the amount 

of new customers, growth occurs. 

Churn rate: a fraction of customers who don’t come back in a certain period. 
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 .2 = 20% don’t come back 

Retention Rate: fraction that stay at end of period 

 .2 = 20% stay 

Speed of Growth: Basically your growth minus how many people leave, and the 

continuous periods with a positive speed of growth results in compounding 

growth just like interest. 

 Natural growth rate – churn rate 

 

Viral Engine of Growth 

Facebook, Instagram, Twitter. These products spread like wildfire through word of 

mouth, and growth is a side effect of customers using the product.  

Facebook early on had indicators of viral growth through two factors. 1- The 

amount of times users logged back on and 2- rate at which it had taken over its 

first few college campuses. 

Be very careful in relying on this, but if metrics prove sustainability, efforts should 

be put towards minimizing any friction between the user and your product.  

Metric: Viral Loop determined by viral coefficient 

Viral Coefficient: How many friends will each customer bring with him/her. 

Higher the coefficient, faster product will spread. 

 .1 = one out of every ten customers will recruit one of his/her friends. 

 Lower than 1 is a red flag 

 1 = linear growth since they always bring one friend 

 Higher than 1 = exponential growth, since user brings himself and 

multiple friends   

Case Study: Hotmail 
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Paid Engine of Growth 

This is the most common and most traditional form of growth. Marketing strategy 

takes precedent here since success is achieved through optimization of such.  

Emphasis here should be placed on the cost/ benefit of each customer. For 

example, if your spending $1 on each customer ($ 100 advertising cost, 100 

customers), you better be generating more than a dollar.  

Metric: LTV- CPA Loop 

Objective is to keep LTV above CPA 

Customer Lifetime Value (LTV): Amount customer pays over his or her lifetime 

minus variable costs.  

 LTV = Amount customer pays – variable costs 

 This revenue can be reinvested into advertising 

Cost Per Acquisition (CPA): Marginal cost of advertising 

 - $100 ad cost = 50 new customers, CPA = $2  

Difference between LTV and CPA is rate at which company will grow. What is 

important with this strategy is that naturally CPA costs will increase with 

competition. This goes back to the moat discussed in the foundation.   
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VI. Establish Innovation Accounting Metrics  

 

Innovation Accounting Metrics 

Goal: Establish simple metrics aligned with customer archetype and engine of 

growth that measure a true cause/effect relationship.  

Traditional accounting metrics aren’t suitable for the uncertainty your vision will 

face. Innovation accounting metrics fill this void.  

Once you’ve identified your assumptions, tested them, and developed your 

customer archetype, you must determine metrics aligned with Validated Learning. 

These can happen simultaneously with building your prototype, however, 

initiating this in planning avoids building blind. 

There are no “one size fits all” metric. Metrics must adapt to your customer, and 

most importantly, create a cause and effect relationship that can be measured.  

Before we get technical, let’s look at a simple example to understand the 

principle. 

Example: Jay’s Colossal Cookie Castle   

Value Proposition: My cookies are delicious, so people will buy them.   

Test: Sells his cookies online.  

Metrics: 

 1: Amount of cookies bought  

2: Retention rate, or rate that people come back.   

Metric 1 at first can be manipulated by marketing campaigns/ the mere fact of 

being new. Metric 2 yields results solely from your main value and growth 

hypotheses. 

jjdjdjdjdjjdjdjjjjdjdjdjdjdj

djdjdjdjdjdjdjdjdjdjdjdjdj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj Click for Home 



                            M a t t h e w  R  M o t t o l a  P r o p r i e t a r y | 36 

 

 
                                                                                        

                                                                                                                                                                            36 
 

The first month for metric 1 may be exciting, but after the 3 F’s (friends, family, 

fools) time will catch up.  

As the graph below shows, your numbers will be growing consistently and 

probably keep your investors happy, but it isn’t sustainable. Most importantly, 

you might as well join a pyramid scheme because it will leave you a slave to 

gimmicks.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Metric 1 

Metric 2 

Month 1-3 Post Success Theatre 

Growth 

Time 
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A.  The Trap: Success Theatre  

 

Success Theatre 

Murphy’s Law: Without clearly understanding each effect, whatever can go wrong will. 

Success Theatre is the misinterpretation of growth due to vanity metrics. Are you 

growing from customer experience or marketing?   

Are your energies going into making people think you are successful or the actual 

product? 

Millennials, think of how good everyone’s life seems on social media. There is 

always that one person. I won’t name names… but they are ALWAYS busy, 

ALWAYS smiling, ALWAYS having deep emotions of new people being their best 

friend ever, etc. Problem is we only see the good, and only the glorified good. 

Metrics within your vision are no different. Currently, traditional accounting 

cannot tell the difference between absolute success and absolute disaster.  

Traditional metrics are focused on easily quantifiable metrics such as ROI, user 

base, top line revenue numbers, etc. As Eric Reis discusses in an interview, “They 

both make your competitors feel bad about themselves and reveal nothing about 

your business”. Sound like the old bully on the playground, loud bark but no bite? 

You’d be surprised how easy manipulation of this data is. As the saying goes, no 

matter how hot the pig, you can’t put lipstick on it. In more realistic terms, think 

Enron.  

The hard part about these metrics is that they are generally the easiest to 

measure. As Eric Reis puts it in the Lean Startup, “Vanity metrics wreak havoc 

because they prey on a weakness of the human mind”. 

Don’t give in, make sure there is always clear cause and effect. For guidance, use 

the below methods. 

jjdjdjdjdjjdjdjjjjdjdjdjdjdj

djdjdjdjdjdjdjdjdjdjdjdjdj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj Click for Home 



                            M a t t h e w  R  M o t t o l a  P r o p r i e t a r y | 38 

 

 
                                                                                        

                                                                                                                                                                            38 
 

B. The Solution: Cohort Analysis and 3 A’s 
 

“All successful sales models depend on breaking down the monolithic view of organizations 

into the disparate people that make them up”  

– The Lean Startup  

 

Vanity Metrics are an extreme challenge to mental fortitude. Your armor is 

simplicity.  

The best approach is to use metrics you can explain to your 5 year old. Not like a 

Cheerios commercial, but in a way that brings your data to the most basic form, 

people. Do they like it or not? 

We can accomplish this through the combination of cohort analysis and 

actionable metrics. 

  

Cohort Analysis 

Cohort Analysis brings data to its basic building blocks. 

Imagine if school taught you everything all at once? Yikes, so why do traditional 

metrics analyze as such? 

Rather than generating gross data such as total revenue, total customers, you 

need segmented data. Data would be driven by performance of each group of 

customers that come into contact with the product independently.   

Each group is a cohort, and performance is focused on analysis of each cohort.  

The process can be as such: 

Step 1: Identify engine of growth 

- Sticky 

- Viral 

- Paid 

jjdjdjdjdjjdjdjjjjdjdjdjdjdj

djdjdjdjdjdjdjdjdjdjdjdjdj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj Click for Home 



                            M a t t h e w  R  M o t t o l a  P r o p r i e t a r y | 39 

 

 
                                                                                        

                                                                                                                                                                            39 
 

Step 2: Establish proper cause and effect metrics  

Step 3: Test  

Step 4: Analyze by cohort through split tests 

Split Tests 

Split tests act as they sound, split, and are one of the best methods to leverage 

cohort’s. Simultaneously, group 1 gets one MVP, group 2 gets another, etc. The 

purpose is to learn what really works by leveraging cohorts with different 

prototypes. 

The act of co-matching brings out your most solid features. Say you have six 

prototypes, with each prototype being different but having similar features. 

Through strength in numbers, cohorts will prove which features are important by 

their actions.   

A/B Testing  

A concentrated version of split testing. Rather than 6 or 7 different prototypes, 

it’s a 50/50 allocation and much more refined experiment.  

Eric Reis at IMVU broke his customers up into 4 groups. Registered but didn’t log 

in, logged in, had one conversation, had five conversations, and paid.  

 

Example: A sticky engine of growth manufacturing company establishes the 

following cohorts: Inquiries, Proposals/ Sales, New Customers, Repeat Customers. 

They use the following funnel graph to analyze data, with a goal of retaining 

customers. 
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New Customers 
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The Three A’s 

 

Simple Stupid isn’t as simple as it sounds. You must constantly fight the weakness 

of the human mind by remaining discipline in an arena of complexity. 

The 3 A’s provide 3 characteristics each one of your metrics must have. It is not 

the end all be all, but a solid approach. Following these characteristics is a brief 

understanding of the elements underlying these characteristics. 

 

Actionable 

Actionable data has clear cause and effect.  

Think back to Jay’s Colossal Cookie Castle. Using number of cookies sold yielded 

indirect data since the cause wasn’t always the intended effect. For example, new 

customers wouldn’t always buy a cookie because of the value. They might have a 

coupon, or just happened to be in the right place. By looking at this data, you are 

subject to indirect causes such as promotions. Poor Jay, after the 3 F’s (friends, 

family, fools) he’ll have to call it quits or actually read this.  

Here’s a quick example for stock market geeks: When the market’s good, every 

analyst claims their returns are their kudo’s. However, when the market dips and 

your retirement goes bye bye, they don’t have the slightest clue then blame it on 

the market. Don’t be that guy, I’d like to keep my retirement. 

 

Accessible 

How simple is your data, and who can see it? 

Your data needs to not only be simple, but accessible to the whole organization. 

Innovation is bottoms up, delineated magic. Make it accessible to everyone, open 

the gates to intangible data.  
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Example: IMVU 

Every day their data system automatically generated all the results of their split 

tests, and was mailed to every employee. 

- Well laid out and easy to read 

 

Auditable 

Trust is arguably the most important element of life.  

Any source of incredibility leaves your management open to be a playground of 

blame. Anyone who played on a sports team knows the power of uncertainty in 

not winning. Blame gets thrown around anywhere and everywhere because 

nobody really understands why.  

Auditable data is easily traced and trusted.  

 

Ammo for the Three A’s 

Simplicity underlies every characteristic. What fuels the engine of simplicity? 

People-Based metrics 

Most data isn’t describing a rocket ship, it describes human interaction. Was your 

customer satisfied? Did they want larger portions, or a more customizable 

experience?  

Top line data and confusing ratio’s are only results contingent and resulting from 

human interaction. The actual process is the reaction, thus our metrics should 

best encapsulate this.  

How? By taking quantitative numbers and linking the behaviors behind them.  

 

- Website hit means amount of people visiting website 
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- .3 Retention ratio = for every 3 people, 1 comes back (yikes!) 

- Out of 100 people visiting our website, 30 logged in, 20 downloaded the 

product, 10 upgraded to a paid version, and 2 referred us 

 

People Based Metrics are a story of your value while a Financial Statement is a 

story of your economic data. Economic data is merely the result of your value. 

Thus, you need to be able to hone in on your value by dissecting the process 

through metrics of actual customers. 

Source of Data 

This is as complicated as it’ll get. You must be able to draw from master data, 

meaning the foundation from the data you’ve found.  

Before you implement any metric just remember, does it have a clear cause and 

effect, is it simple to understand, and would your organization trust all sources of 

data.  
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Section 3: Attack   

 

“Success is not final, failure is not fatal: it is the courage to continue that counts” 

- Winston Churchill 

 

So far you’ve understood the basic foundation, tested your make or break 

assumptions and developed a dynamite plan. Now it’s time to be Gerard Butler 

and attack. The above summarizes your adventure perfectly. Success is ever-

changing, and failure is inevitable. It’s your mindset and how you handle failure 

that creates your path. 

Attacking is about completing 3 Learning Milestones. You can think of them 

simply as start, adjust, decide, with each stage being independent yet dependent 

on your vision. Each stage is completed independently. However, the decision to 

continue is dependent upon your vision.  

Buckle up, it’s time to be Gerard Butler.   

 

 

                             I.    Start: Establish the Baseline 

D.   Build MVP 

E.   Identify Early Adopters 

F.   Test   

                    II.   Adjust: Tune the Engine 

                    III. Decide: Pivot or Persevere 
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I. Beginning: Establish the Baseline 

 

Baseline 

Before that million dollar valuation you need to start somewhere. Where exactly 

is unique to each vision, but it starts with that first step. 

Think working out. I’ll never understand people that enjoy it, but to have that 

killer six-pack and save the white house like Channing Tatum it’s a necessity. 

However, you can’t immediately bench press 350 then throw a tight Superman 

tank on. You need to start slow, with a baseline, and have goals. 

Your baseline is initial bench weight, number of sprints before passing out, and 

your goal is 300 pounds on a bench and ten sprints.  You “tune the engine” by 

working out, increasing weight each week. When you hit your target week, say 6 

weeks, you compare your goal with actual weight and decide to change your 

workout (pivot), or keep going (persevere). I personally say just go to yoga but 

you get the point. 

Your Baseline can be established before any testing, but an accurate baseline 

results from the Minimum Viable Product.  
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A. MVP: Minimum Viable Product 

 

 “The MVP is just the first step on a journey of learning”  

– The Lean Startup 

 

Minimum Viable Product  

Technically the MVP is a prototype that enables a full turn of the Build-Measure-

Learn (BML) Feedback Loop. It is the bare minimum built for learning and testing 

your main value and growth hypotheses.  

MVP’s have two crucial roles: 

 1: Accelerating BML feedback loop. 

2: Identifying value creating and value destroying features without waste.  

Sometimes, the more honky tonk the better. For example, if an MVP is lacking 

crucial features, customer feedback will repeatedly ask for it. Likewise, if you 

waste time building too much, you’ll quickly find out that killer feature wasn’t so 

killer.  

Imagine if Craig’s List wasted time making a complex fancy website? 

Eric Reiss in his company IMVU made avatars for an IM type platform. Their MVP 

received feedback that users wanted to be able to move the Avatar (Think the 

Sims). Problem was that the technology was very advanced. Instead of spending 

deeply, they used a method that moved your avatar where you clicked rather 

than following your mouse. Customers ended up loving it, and IMVU made a 

tremendous stride for one tenth the cost.  

It’s crucial to remember, speak to your audience, NOT your ego. 

My Startup: Due to our fear of losing customers and receiving negative feedback, 

I spent numerous all-nighters a week to make the perfect wire frame. No joke, 
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every line was pristine. Countless hours of work were thrown right in the toilet 

when our seed investor questioned our value hypothesis and could care less 

about the design of the wireframe.  

Case Study: Kodak 

Concierge Minimum Viable Product  

An MVP that makes sure early adopters have the best time ever. Obviously, your 

early adopters will be low in volume and receive rock star treatment. 

This makes sure that when your product is functioning optimally there will be a 

demand.  

If you are reading this on a glossy Staples format with consulting services 

provided, yes, you are receiving my Concierge MVP. 

Case Study: Aardvark 
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B. Who to test MVP: Identify Early Adopters 

 

Early Adopters 

If you want to fail fast, release your first product to mass market. If you want 

validated learning, put your trust in Early Adopters.  

Early Adopters are the ones that need your product most.  They reveal 

themselves through testing your initial hypotheses and developing a customer 

archetype. 

Put simply, they will be the ones to carry your vision to the promise land.  

They don’t want equity or commission, they feel a personal connection with your 

product and want to be part of your success. This is especially true with social 

friendly products.  

These are some key characteristics of early adopters: 

- Prefer an 80 % solution 

- Use imagination to fill in what a product is missing 

- Forgiving of mistakes and eager to give feedback 

- Care most about being the first to use/ adapt a new technology 

 Suspicious of something too polished 

Case Study: Dropbox 
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C. How to test MVP: Split Tests, Smoke Test, Wizard of Oz Test 

 

MVP’s are only limited to the creativity of the creator. They can take any form 

from actual product, to a mock allusion, to just a video.  

Zappos is an awesome example of the simplicity. Another great example comes 

from Dropbox, who faced a serious capital constraint with very complicated 

technology and used a video to prove their value (Refer Case Studies). 

A similar test is a smoke test. 

Smoke Test: Having a pre-order to gauge customer interest.  

Another creative test is called the Wizard of Oz Test. All it is, is having people run 

the back end processes. Aardvark below is a great example.  

Case Study: Aardvark 

Case Study: Dropbox 
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II. Middle: Tune the Engine 

 

“Without continual growth and progress, such words as improvement, achievement, and 

success have no meaning” 

- Benjamin Franklin 

Tuning the engine is the process of tuning from your baseline to ideal. How? 

Iteration through the BML feedback loop, with each turn providing incremental 

validated learning about the sustainability of your vision.  

The key to tuning the engine is what I’ve hammered on practically every page: 

cause and effect, connecting the intended change with results. Without these 

clear metrics, each test you might as well piss in the wind.  

Your goal in this stage is two follow the metrics and plan established in Section 2: 

Planning.  

Example: Post MVP test, company A improves the design to make the site easier. 

The activation rate is the metric pinpointed (assuming this is an engine of 

growth). The hypothesis is that the improvement in design will increase the 

activation rate.  

 Hypothesis: Customers will find new design easier to use 

 Test: Split test with this new design and old design 

 Metric: Activation rate 

If the activation rate is substantially larger in the new design group, Company A 

has proved validated learning with the new design.  

Coffee Shop Example:  

The baseline of Holy Bean Coffee Shop was disappointing with coffee sales of 

$300 per day. Management thinks coffee sales have a relationship with the 

amount of bakery items, since people sometimes get coffee as a side effect of 

baked goods.   
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Hypothesis: Improving cookies will increase coffee sales due to increase in 

traffic. Think if Starbucks all of a sudden had delicious cookies.  

 Test: Two cohorts – Monday and Wednesday will have the new cookies, 

Tuesday and Thursday will have old. 

 Metric: Coffee sales  

 Result: Coffee sales went up to $500 a day on Monday and Wednesday, 

and stayed the same on Tuesday and Thursday.  

There is obviously clear cause and effect, so this tuning of the engine 

accomplishes your second learning milestone. Congrats! 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

jjdjdjdjdjjdjdjjjjdjdjdjdjdj

djdjdjdjdjdjdjdjdjdjdjdjdj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj Click for Home 



                            M a t t h e w  R  M o t t o l a  P r o p r i e t a r y | 51 

 

 
                                                                                        

                                                                                                                                                                            51 
 

III. Decide: Pivot or Persevere 

 

One of the toughest decision in our lives is to stay or go. Whether it be a job, a 

business, even a girlfriend, when is enough enough? 

I’ll be honest, you will never perfect this, and it is one of the scariest parts of 

accomplishing your vision.  

To stay or go is victim to many human factors our conscious doesn’t understand.  

Before I dove deep into business I aspired to be a psychologist, fixing every one’s 

relationship. If I could understand everyone’s point of view I could align their 

decision making and fix their problems right?  Not quite. See every decision you 

make, from what to eat, to what to wear, to who to date, to every business 

decision, stems from unconscious forces you have no idea even exist. There is a 

whole field in economics now dedicated to this, but all you need to understand is 

the iceberg example introduced in intro to psych.  

 

 

 

 

 

 

 

 

 

 

 

Why does this matter? Because in life and in business, you must understand you 

are a slave to your unconscious. There is no way to completely eliminate the 

human element. However, you can place internal controls on your unconscious. 

Conscious 

What you’re aware of. 

  

Unconscious 

Engine of your conscious awareness. All your 

repressed emotions, and where your decisions 

really come from. 
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How? The principles put in place by the Eric Reis in the Lean Startup.  

According to Reis, the goal of the scientific method is to “…channel human 

creativity into its most productive form, and there is no bigger destroyer of 

creative potential than the misguided decision to persevere”.  

He refers to excessive perseverance as the land of the living dead, neither 

growing nor dying.  

For meatheads, this is the land of skinny fat. I recently had labrum surgery, which 

results in no upper body working out for 6 months. It is safe to say my upper body 

will be in the land of the living dead, getting skinnier but also fatter.  

I cannot stress enough how important the implementation of his principles are to 

stay proactive rather than reactive. In deciding to pivot or persevere, you must 

create actionable metrics, put trust in validated learning, and use your results to 

accomplish learning milestones.  

If you are too lazy to understand the above, just remember this: 

Why we use scientific method: Although human judgement may 

be faulty, we can improve our judgement to pivot or persevere by 

subjecting our theories to repeated testing. 

Case Study: Wealthfront  
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Pivot 

Definition: 

“Structured course correction designed to test a new fundamental hypothesis about the 

product, strategy, and engine of growth” 

 

Pivots are just a change. They are a reallocation of what has been built, backed up 

by evidence from actionable metrics, and are essential to the sustainability of 

your vision. 

What makes pivoting so powerful in the Lean Startup model, is If we take a wrong 

turn, we have the tools to realize it and the agility to find another path. 

They are not the end all be all. In fact, if you don’t need to pivot go straight to 

Vegas then start your own religion because you are superhuman.   

 

When to Pivot? 

As mentioned above, we put trust in our process to mitigate the human element.  

When to pivot becomes clear from actionable metrics. When experiments reveal 

decreasing effectiveness and it is apparent product development is no longer 

productive, it’s time to decide. 

Make your evidence as simple as possible. Use common sense people based 

metrics. To relate it to real life and something every text message crazed 

millennial can relate to, when the girl starts texting you one word answers, time 

to stop responding.  

Reis suggests around every 3 weeks have a pivot or persevere meeting. This 

leaves time for enough data to be collected while remaining proactive. I can say 

from personal experience, the sooner the better.  
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My first startup: we pivoted over 5 times. Every pivot refined our processes, but 

kept our vision of a platform that empowered traders to know what to trade. Our 

demise was in a lack of evidence to back our value proposition. The only thing 

that kept us going was our ability to pivot.  

Below are the technical types of pivots, straight from Lean Startup. I trust more in 

the principle, but knowing the specifics will be helpful. 

 

Types of Pivots 

Straight from Eric Reis’s Lean Startup. 

Zoom-In Pivot:   Very narrow, a single feature becomes whole product. 

Example: My startup had a feature of a fantasy football type game for the stock 

market, where users could put fake trades and whoever had the best picks ended 

up winning from their score, not actual returns. If we were to pivot and just use 

this feature, we would have Zoomed-In. 

Zoom-out pivot:  Broad, single feature is insufficient, so whole product becomes a 

single feature. 

Example: Opposite of above. We would have to branch out to create a Trip 

Advisor type platform to connect analysts to traders instead of just the fantasy 

football type stock market game.  

Customer Segment Pivot: Switch audience, not platform. 

Example: You open an organic coffee shop and tailor it towards an older 

audience. If you pivot to a younger audience, you’ve pivoted your customer 

segment. 

Customer Need Pivot: Customer has different needs. 

Example: You find out your organic coffee shop customers would rather tea. 

Platform Pivot: Change from an application to a platform or vice versa. 
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Business Architecture Pivot: Switching core competencies 

Example: Going from high volume low margin to low volume high margin. Imagine 

if Macdonalds tried a fancy sit down restaurant? 

Value Capture Pivot: Pivoting how you capture value, or make money.  

Warning: This pivot can have many unintended consequences. Imagine if 

Facebook started charging too soon? 

Engine of Growth Pivot: Change from one of the 3 types of growth strategy 

mentioned in planning.  

Channel Pivot: Your channel is how your cutomers get your product. Online, retail 

store? The channel generally determines the price, features, and competitive 

landscape of a product. It’s the difference of selling your product at Wal-Mart or a 

Nordstrom. Example: Apple from going to selling at Best Buy to creating own 

store 

 

Technology Pivot: Using different technology for the same solution. 

Example: Having receipts go from printing to emailing. 
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Section 4: Case Studies 

 

“The more that you read, the more things you will know. The more that you learn, the 

more places you’ll go” 

- Dr. Seuss 

Section 1: Foundation 

II. Secret Sauce to Success 

Zappos 

 Zappos epitomizes the MVP. Their value hypothesis was if people would actually 

buy shoes online. Their CEO tested this by taking pictures at stores then posting 

the shoes online. If people bought the shoes, he would go to the stores and 

actually buy the shoes then ship them. Besides proving his value hypothesis 

correct, he was able to pivot from customer data before any money was invested 

in the technical IT. 

 

III. Use the Secret Sauce 

Scientific Method  

Intuit 

 In 1982, Scott Cook had a vision that consumers would use computers to pay bills 

and keep track of expenses. Seems like common sense now, but at the time it was 

a radical thought. His value hypothesis was would people actually do this. To 

answer this he picked up two phone books and just called randomly. He would 

ask is they could answer a few questions, then asked people his leap of faith 

question: Were they frustrated with paying bills by hand? If the answer was yes, 

his hypothesis was validated.  
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 Value: Paying bills on computer. 

 Value Hypothesis: Were consumers frustrated doing it by hand. 

 Test: Called two phone books asking if they were. 

 Result: Overwhelming yes, the rest is history. 

 

Genchi Gembutsu 

Toyota Sienna Mini Van 

Yuji Yokoya was the manager responsible for the design and development of the 

2004 Toyota Sienna Mini Van. To find out what customers really wanted, he 

rented a current year Sienna and took a road trip across all fifty US states, all 13 

provinces in Canada, and all of Mexico. He would stop to talk and observe real 

customers. From first hand interaction he concluded that kids really decide on a 

minivan. The parents just own it. In order to best reach his customer, the mini van 

must have kid appeal. From that research, he spent more of the development 

budget on comfort features. Yuji’s research spoke for itself, as the 2004 models 

sales were up 60% compared to 2003.  

- Test: Road trip with current year mini van 

- Results: Needed kid appeal 

- Allocation: More on comfort 

 

Section 2: Planning 

VII. Identify Value Proposition and Moat 

Patel Dynasty and Motels 

Patel is a subsection of Indian Americans from the Indian state of Gujarat. They 

make up about .2% of the American population, equating to less than one in 
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every 500 Americans. Yet they own over half the motel industry, comprise over 40 

billion dollars in assets, and pay around 725 million in taxes. What is even more 

impressive is they came here 35 years ago as refugees, with heavy accents and 

broken English. How did they triumph? 

Patel is a caste name dating back to village leaders in India. From the start they 

were entrepreneurial, being chosen by the rulers to run the operations of the 

farm and collect taxes. Their disciplined approach led them to control a dominant 

part of the East African economy in the early 1970’s. But in 1972, Uganda threw 

out all but their own race, causing an immigration of Patels in Canada, England, 

and the US. Broke and in a foreign territory, they had to quickly adapt. They 

looked for ways to leverage their strength, and found their niche in motels. At a 

time when the motel industry was in distress, Papa Patel found it as an 

opportunity to buy cheap. He also realized they could avoid living costs since his 

family could live and work there. He knew that this gave them a moat in prices. 

Since his family lived there, they didn’t have to pay for labor. Likewise, salaries 

were slim since they had no commute, and their home was the motel. It was 

impossible for other motels to compete. The genius is he created a moat in price, 

and the results are outstanding. The Patel’s make up about .2% of the American 

population, yet own over half of the motels in the US. They comprise over 40 

billion dollars in assets and pay around 725 million in taxes. Talk about benefitting 

society, all because they created a moat and capitalized.  

 

 

VIII. Planning Growth: Engine and 4 Sustainable Drivers 

 

Hotmail: Viral Engine of Growth 

Started in 1996, growth was sluggish at first until the owners put “P.S. Get your 

free email at Hotmail” with a clickable link on the bottom of emails. Within 6 
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months, Hotmail had signed up more than 1 million new customers, and 5 weeks 

later hit the 2 million mark.  

 

Section 3: Attack 

 

IV. Beginning: Establish the Baseline 
 

D.      MVP: Minimum Viable Product 

Kodak 

Kodak had been operating as a traditional development company until Mark 

Cook, Vice President of Products, attempted to transform Kodak into an 

experimentation company. Rather than simply telling the engineers what to do, 

he pushed his development process to answer the following questions: 

1. Do consumers recognize that they have a problem your trying to solve? 

2. Would they buy the solution? 

3. Would they buy it from us? 

4. Can we build that solution. 

Right away you notice, sorry MacDonald’s, but no one will believe you have 

“healthy” food.  

Kodak used this process for their online business Kodak Gallery. Their big product 

was an online “event album” that participants could post to an album and only 

people who attended the same event could see. Below were their two main 

hypotheses: 

1. Customers would want to create the albums in the first place. 

2. Event participants would upload photo’s to event albums created by 

friends or colleagues.  

jjdjdjdjdjjdjdjjjjdjdjdjdjdj

djdjdjdjdjdjdjdjdjdjdjdjdj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj

jjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjjj Click for Home 



                            M a t t h e w  R  M o t t o l a  P r o p r i e t a r y | 60 

 

 
                                                                                        

                                                                                                                                                                            60 
 

Their MVP lacked many important features but still proved their hypotheses.  

Hypothesis 1 was discredited when none of the early customers were able to 

create an album. Further, customers complained about missing features, which 

proved which ones were most important. If they had worried about producing the 

perfect product, they would have wasted vital time building a product for 

hypothesis 1 which would have been discredited immediately. The best takeaway 

is the following quote from Cook, “Success is not delivering a feature; success is 

learning how to solve the customers problem”.  

 

 Test: Called two phone books asking if they were frustrated. 

 Result: Overwhelming yes, the rest is history. 

 

Aardvark  

They were a Google with the ability to answer specific questions. They created 

numerous Concierge MVP’s, with each taking 2-4 weeks to build with back end 

processes mocked by humans. Their question was: What would be required to get 

customers to engage with the product and tell their friends about it? Each week 

they would bring in 6-12 people, mixing new and repeat customers. These initial 

tests were crucial in accelerating BML feedback loop, since any non-value creating 

decisions were apparent right away.  

 

E. Who to test MVP: Identify Early Adopters 

Dropbox 

 We all know Dropbox now, but early stage it was a radical idea to file share. 

Dropbox had very complex processes that weren’t easily put into an MVP, but 

they needed feedback before they invested heavily. Adding to the problem, 
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venture capitalists couldn’t wrap their head around the process and thus were 

reluctant to show the money. Dropbox then made a Wizard of Oz test type video, 

narrated personally by the CEO Drew Houston and targeted at Early Adopters. 

The beta list went from 5,000 to 75,000 people overnight, and the rest is history. 

 

 

III.         Decide: Pivot or Persevere 

 

Wealthfront  

Started as a fantasy league for investors, with the ability to bet on stocks like 

fantasy football. Their idea was that amateur traders would climb the ranks and 

be just as good if not better than the current market. This first process, called 

kaChing, was just an opening tool to get the good guys to rank up. They built 

sophisticated algorithms to measure the validity of analysts, and when a 

significant amount of guys were of rank, they would offer a paid product. Problem 

is good guys didn’t rank up. Even worse, contrary to their belief that hundreds 

would sign up, only fourteen actually did. The tough decision was to abandon that 

first game, the one which showed promise under traditional metrics. They ended 

up pivoting, abandoning the gaming customers altogether and focused on a site in 

which you invested in professional managers rather than amateurs like they first 

predicted. There success now is immense, and only because they had the courage 

to reallocate and make a hard pivot.  
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Lean Canvas: High Tech vs. Low Tech 

 

Low Tech: Opening a Restaurant 

Riskiest Assumption: Will my food have a unique value proposition. Food is a very 

saturated market, why would people choose me? 

MVP Test:  

1- Invite friends over, if they like it (Or think it’s catered), do the same test with 

more people. 

2- Cater your food, see if people will pay for it. 

3- Food truck. Very low cost. You can also try different locations and see who your 

target market is.  

4- Whatever else your creativity draws up! 

High Tech: Elon Musk and Tesla 

Riskiest Assumption: Will the battery work? 

MVP Test: Licensed a car from Lenox and put the battery where the engine was. He 

chose the Lenox race car to target his early adopters, the high end market.  
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